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AIRLS 


Strathearn 
House 
Group 


Interim Report 
for the six months ended 


Strathearn House Group Limited August Ath, 1973 
637 Lakeshore Boulevard West 
Toronto, Ontario M5V 1A8 


Financial Highlights 


Fiscal period ended 


Sales 

Net earnings 
Earnings per share 
Working capital 
Shareholders’ equity 


Shares outstanding 


December 29,1973 February 3, 1973 


(Eleven months) 


(Twelve months) 


$35,483,000 

1,345,000 
46¢ 

4,154,000 

$ 7,036,000 

2,912,883 


$30,868,000 

1,152,000 
40¢ 

3,873,000 

$ 5,782,000 

2,912,883 


President’s Message 


To the shareholders, 

| am pleased to present this report on our first 11 months of 
operations as a public company. The fiscal year-end of the 
company will now be the last Saturday in December so that all 
its subsidiary companies will have a uniform reporting period. 


Financial Highlights 

In the 11 months under review, sales increased by $4,615,000 to 
$35,483,000. Net profits rose to $1,345,000 or 46 cents per share 
compared with $1,152,000 or 40 cents per share in the 12 
months of the previous year. 

Furniture sales grew by over 21 percent, building product 
sales increased by over 11 percent and sales of plastic packag- 
ing rose by over 6 percent, despite industry-wide shortages of 
raw materials and the shorter fiscal period. 


Strathearn House Today 
Strathearn House is a growth company with the objective to 
develop and expand its existing assets and to acquire new 
assets which can be employed to maximize the profit potential 
of the total company. 

The company presently operates in three areas of activities, 
furniture manufacturing, building products and assemblies, and 
plastic packaging. 


Braemore Acquisition 

A significant development occurred after the year-end when 
your company acquired control of the House of Braemore 
Furniture Limited and merged into this company our existing 
furniture operations. Subsequent to this the new furniture group 
acquired the business and assets of Standard Upholstery 
Company. As a result of these transactions Strathearn House 
now owns 58 percent of the issued shares of the House of 
Braemore and this investment positions your company as one of 
the largest furniture manufacturers in Canada. 

The Braemore Furniture Group offers a wide selection of 
furniture and accessories to the household furnishings industry, 
made by such well-known trade names as Braemore, Troister, 
Hespler, Emanuel and Singer Lighting. The Braemore group 
produces upholstered furniture; wooden furniture products 
including occasional furniture, dining room suites, stereo and TV 
cabinets; laminated plywood panels, chesterfield frames and 
sundry other furniture components. Its broad line of accessories 
includes a range of lighting products, as well as wall hangings 
and novelty furniture. Products are marketed through department 
stores, specialty furniture chains and independent retailers. 

Operations in the Building Products Division are carried out by 
Cadillac Building Products Company, a major manufacturer of a 
broad range of finished and semi-finished assemblies for use in 
housing construction. Its product line includes such items as 
lumber, wall panels, roof trusses, hardwood or parquet flooring, 
pre-hung doors, stairways and mouldings. Cadillac will deliver 
and install each of these components and will fabricate an entire 
house if requested. 


In the Plastic Packaging Division, Ackripak, a leading supplier 
of rigid plastic containers to food processors and fast-food 
chains, is continuing to experience growth in sales and 
profitability. 


Outlook 

We believe the steps taken over the past year have positioned 
Strathearn House Group to achieve substantial growth in 1974. 
We have confidence that the Canadian economy will out-perform 
many of the U.S. indices and that in any event we feel there is a 
stability inherent in our major markets. As manufacturers, we are 
an important source of supply to each of the markets we serve. 
The flexibility of our diverse activities, our ability to react to 
change and the further strengthening of our managment team, 
gives us great confidence for the future. 

The prospects for the furniture industry are enhanced by a 
rise in new family formations and increasing demand for quality 
furniture at reasonable prices. As the spearhead of our activities 
in this industry, The Braemore Furniture Group is recognized 
as a major source of supply to retailers of home furnishings and 
accessories. Our relationship with major retailers, both chain 
and independent, has a history of many years and remains 
excellent. As these retailers are growing rapidly themselves, 
they are continually more dependent upon larger and reliable 
sources of supply, such as The Braemore Group. 

The home building supply business in Canada is destined to 
grow not only as the result of housing demand but also because 
of the greater emphasis builders are placing on methods of 
cutting the costs of building. We see the need for all types of 
factory-manufactured components and building assemblies 
growing dramatically in the years ahead and we intend to 
increase our capability to meet that demand. Cadillac Building 
will expand its efforts to supply major builders, as well as retail 
building material suppliers, with a wide range of housing 
components. 

Ackripak is one of the leaders in its rapidly-expanding 
industry. Plastic is becoming increasingly popular in the manu- 
facture of food containers. We believe there will be continued 
and perhaps an accelerated growth in demand for the type of 
products Ackripak produces and we intend to share in that 
growth. 

Thus far in 1974, the demand for our products in each of our 
divisions remains strong and sales figures are reflecting this. 
We believe the current rate of growth will be maintained 
throughout 1974. 

The success of our company, over the past year, is due in 
large measure to our excellent management and the many years 
of experience they brought with them. On behalf of the Board, 
| would like to thank them and their staff for their conscientious 
and highly capable contribution to your company’s success in 


Vey 
ee : ad 


Toronto President and 
March 29, 1974 Chief Executive Officer 


Strathearn House Group Limited (and subsidiary companies) 


Statements 


Consolidated Statement of Earnings for the eleven months ended December 29, 1973 ($000) December February 
29,1973 * 3; 1973 
(Eleven (Twelve 
Months) Months) 


aa ac ag MRE gS to Da eR cue NY a eg Aes tee Be er $35,483 $30,868 
Pasmags trom operations before the following charges ............ AlG. Guelos. lek le ea ee $ 3,606 O3,200 
ree Me CRE AUR AIO WONT Ea be OG 8 ce oy Sc 2, idle hn haat ina le dilate Soc hinaiee a A uatren line vs eed cmuoows 2 492 414 
RRR MMR PET et TCIM ING sce ig aera ee Fah Blais Glas Lok ey dks. avd vod KA Anite eos fo ik sek oncke kw he ROP 304 64 
NORE Are MET DARE Bhs ae ed oss eA A on ok hn CeO RS alas bus Sets Ue ne ek os 589 493 
EE OR CMNIC ONSEN EXECS Ft sO Ahi: ne ec ule SRL A etree ks aN ew ew anton beahlees 2,221 2,284 
eee ie Ea eh Le er A eo hy ts ed TT en agen, wrk Seba enc) Ab ben 876 late2 
ITEC HOC A on IER eS ink PL ta PEL it: ls kde pees 20 ge GR EE $ 1,345 Balyl52 
MITES Hare FOLIO DETION . oe ied Sere es hee dan ci km lv ee ee ee dae wee ae ol $0.46 $0.40 


Consolidated Statement of Retained Earnings for the eleven months ended December 29, 1973 ($000) 


ee EMRE IOC tee ee ne ty ee RE 2 le os wii ae siden Sse lw Le be Seb eee olen + $ — 

Erna VIO) mer ees eye Sree MOE eee a oe, Ne AS eine dace Ole Sem CR lel eae oe Beka cham Cena 8 wk 1,345 
EE Seema I TINEM LOM (MOUNUON) hase aam hoes © sas So aisle one io acts EAN ed & ea LONGUE Radel Selina se Poa ds he § (91) 
eT OC MNR Teen ee Nee aa er Aken. ek wil aeMivck Soc tere Gee a emer: Oashaveiers 5 miele sida Gita & $1,254 


Consolidated Changes in Financial Position for the eleven months ended December 29, 1973 ($000) 


Source of funds 


Operations 

CMO CRANES FOnUIO DOr CO bat £48 cys eee eae eden aeh aoe aah ee eer A Se NE gS vet aod NS 5 hh MG ah Ms ant est $1,345 

Charges not requiring use of funds 
DOprecaOnsandcamotizauOMs<.. s..w2 aes we Ceol A aig whee us PES EN hyd A, aed Yn mead es sn 492 
Ore ta KOSuanhes tepmnnis een ttn phd ae Macey Gia altmedes . SE ee eee eee ee Ne Coen, UE EEN 73 
UR ECONO ALONG een See. oe eal eg eis IRM re pie ale o eepemRIC ENA aes Aven TOs Va covis ©. Seca chop MAb eR tan a habe ke 194.0 
RG LC OCIVADIOS Bir On OOk Ee MR Re CEG oe. nc). oly eee at Se RN Raf 2 Garces BAUM RAIA Coboe day aah A Ube | 2 
BAe Paco mm NO MO -TCUN OCU an bata Co inn he MN Mea ht ins An UA AN cht Ries Shia Lame ly tenia A bagel eR RU Mii 8 Ga Ae 54 
1,966 


Use of funds 


PTCA (NOU ger tye Reus te eid os h ont i 2 boS Ay tee etn Gina Goh isa © an acae SSeS pe Ae ON 237 
BORA S SO Sa a eRe re eee A ee tyne Neh We ee ee he en er ee Oe ee ee W2TT 
Ves er POU sVOU Cate RE, CN A ig eetdhS 9 6 digi dota b wp be Sep oe SRE «ens an ime 51 
DCG CG Old COS cm aan ee, LM cee Oh aosks iB a : Fig ins 6 Aha teu ds Re See ee OL > ae ee ee 29 
Dito-ciy Pe hele phere | Sake hak Eat EE a PRS EU deine ere ee a ie ae te en Pi anne. 91 
1,685 

RTT EIS) oT OTH TTS kyo 19 EE) RNS RR eg asa SO eS a lh i ae Le 281 
WOT insca Dilann ee ninctOmbpe lOc ie rene pacientes SO ko sete ws puslpae pctinrnsasts gree el cardeeg 4 re trencnle aii taulonaimor sky oT4 3,873 
WORKING sc aital MONG OL POMOCed sia ests bb. be ae. sia eke: Risks olehy La gg ale 5. eke PR ee Shei reece ee $4,154 


The accompanying notes are an integral part of these financial statements. 


Strathearn House Group Limited (and subsidiary companies) 


Consolidated Balance Sheet 


Consolidated Balance Sheet as at December 29, 1973 ($000) December: Febniaae 


Assets 29, 1973 3, 19728 
Current 
Accounts receivable t: <2 ss eas ee Pie Cer EERE, Aso eke oy Weil ARS Raa eee $ 9,193 $ 7,158 
Inventories — at lower of cost and net realizable: vate: .% ... 1 . . FE AG Seine oes Ge ee 8,439 5,097 
Prepaid; OXDENSES, 4.85 px sete. sa Oop ee Meee eRe 05 xg client» inte ee ae ee 299 146 
Denositionipurchase Obj lANG oie tet ke Ane ee NR ce: casi aun voces ite lea ees ee einen ea 218 re 


18,149 12,401 


Investments — at cost 


Investment in, joint venture:(note 9) ii. es oie Pes oo es eee ee ae 51 _ 
Mortgages. receivables 2.) tbc «te pie pote aoa tie me. rk leh ae ea) Gaerne fame Oe ae re 13 15 
64 15 

Fixed — at cost 

band’: Py 2S ee heb beats Re eres BE Bens tao let eke | | Bie eee a) Rene See. oo eee eae 283 123 
Buildings | coe op RELA 6 Oo eee tae = ls ae RO eg RMR ER Bees Mr A OLS ON ang nes Le aaa en en 1227. 628 
Equipment and leasehold improvements, nate) fis ya. ce ss eee. 2 nee is eee Coote 5,886 4,173 
7,396 4,924 
Accumulated depreciations (oletiicy Ea: he heretics es eee a ee 3,790 2,139 
3,606 2,785 
Other 
Goodwille{note std) ts 2 sess 6 a EE ee ieee a aol keene alee Pao aie ree are ee 3,677 3,677 
Deferred charges: less amortization (= cn) 5 ek ame tne ry Scenic eh les Sie ee oe emcee ee ee oe ci 51 58 
3,728 3,735 


The accompanying notes are an integral part of these financial statements. : 


Auditors’ Report 


To the shareholders, In our opinion, these consolidated financial statements present 
Strathearn House Group Limited. fairly the financial position of the companies as at December 29, 
1973, and the results of their operations and the changes in 


We have examined the consolidated balance sheet of Strathearn inehota positon yeh iesgeriod shen ended ee eas ae 
House Group Limited and its subsidiaries as at December 29 generally accepted accounting principles applied, after giving 
1973 and the consolidated statements of earnings, retained effect to the acquisitions from Dylex Limited referred to in 
earnings and changes in financial position for the period then at 2a 708 Basis CONS eee ce 


ended. Our examination included a general review of the 

accounting procedures and such tests of accounting records 

and other supporting evidence as we considered necessary in Toronto, Canada, Wm. Eisenberg & Co. 

the circumstances. March 29, 1974. Chartered Accountants 


Liabilities 
Current 


Bank indebtedness (note 4) 
Bankers’ acceptances 
Accounts payable and accrued liabilities 
Income taxes payable 
Mortgage advances and deposits on sale of houses 
Current portion of long-term debt (note 5) 


Long-term debt (note 5) 
Deferred income taxes (note 1e) 


Shareholders’ Equity 


Capital stock 
Authorized 


5,000,000 Class ‘‘A”’ shares, fully participating, without par value 
1,000,000 Class ‘‘B”’ shares, fully participating, without par value, 


Retained earnings 


each convertible into a class ‘‘A’”’ share at the holder’s option 
100 Common shares, without par value 
Issued (note 6) 


2,501,421 Class ‘‘A’’ shares 
411,462 Class ‘‘B”’ shares 


The accompanying notes are an integral part of these financial statements. 


ON BEHALF OF THE BOARD 


ki hay 


W. H. Singer, Director 


YA Yor 


December February 


29,1973 3, 1973 
$ 6,255 $ 5,273 
2,000 = 

4,337 2,353 
514 608 
614 a 
275 294 

13,995 8,528 

4,306 4,489 
210 137 

4,965 4,901 
817 881 

5,782 5,782 

1,254 “ 

7,036 5,782 

$25,547 $18,936 


peas 


W. Posluns, Director 


Notes 


to the Consolidated Financial Statements 
as at December 29, 1973 


Accounting policies 
a. Principles of consolidation 
The consolidated financial statements include the accounts of 
the following wholly-owned subsidiaries: 
Ackripak Limited 
Cadillac Building Products Co. Ltd. and subsidiaries 
Cadnor Development Corporation 
Macad Construction Limited 
Emanuel Products Limited and subsidiaries 
Roti-Wood Products (Fergus) Limited 
COSF Products Limited 
Singer Lighting Co. Ltd. 
Troister & Company Limited 
All significant inter-company loans and transactions have been 
eliminated on consolidation. 


b. Comparative figures 

The combined balance sheets and earnings statements of the 
subsidiaries, acquired on February 5, 1973 (note 3), have been 
presented for comparative purposes for the year ended 

February 3, 1973. 

Because December 29, 1973 was the first ‘‘year end’’ of the 
consolidated company, the combined statements of retained 
earnings and changes in financial position have not been included. 


c. Depreciation 
Depreciation is provided on a straight line basis at rates which 
are designed to write off the assets over their estimated useful 
lives as follows: 


Building — 22% 
Equipment and 
leasehold improvements — 10 - 33%% 
Automotive — 25% 
d. Goodwill 


Goodwill represents the excess of cost of subsidiaries over their 
net tangible assets at the date of acquisition (note 3). 
It is not the intention of the company to amortize this goodwill. 


e. Deferred income taxes 

Income tax reductions which are expected to be 
realized in future years by carrying forward losses 
of a subsidiary. In the view of management, as a 
result of an event occurring subsequent to the date 
of the financial statements (note 10), it is virtually 


certain that these reductions will be realized ...... ($167,000) 

Income taxes provided in respect of timing 

differences between accounting and taxable 

income (principally depreciation) ............... 377,000 
$210,000 


Change of year end 

The company changed its fiscal year end from the Saturday 
closest to the end of January to the last Saturday in December, 
commencing in 1973 and annually thereafter. 


Acquisitions 

a. On February 5, 1973, the company acquired all the issued and 
outstanding shares of certain subsidiaries of Dylex Limited, and 
their indebtedness to Dylex Limited, accounted for by the purchase 
method, at a price equal to their cost to Dylex Limited of 
$13,024,000. The company paid $9,124,000 in cash and gave back 
a 7% unsecured note for $3,900,000, repayable in equal monthly 
instalments for 10 years, based on 15 year amortization. 


b. COSF Products Limited (a subsidiary of Emanuel Products 
Limited) acquired as of February 5, 1973 for cash. 


note a note b Totals 
Net Tangible Assets Acquired $ 9,347,000 $11,000 $ 9,358,000 
Goodwill (note 1d) 3,677,000 — 3,677,000 


Consideration 


$13,024,000 $11,000 $13,035,000 


4. Bank indebtedness 


10. 


The bank indebtedness is secured by a pledge of book debts 
and inventories. 


Long-term debt 


December February 
29, 1973 3, 197%3 
7% Unsecured note, due February 5, 1983 
(note, Salty a Pu nei) eae bee $3,776,000 $3,900,000 
8% Promissory notes, secured by a mortgage, 
duiewMarchip tae SiO are ee ee 613,000 643,000 
Leases and mortgage payable ....... 192,000 240,000 
4,581,000 4,783,000 
Due within one year ............... 275,000 294,000 
$4,306,000 $4,489,000 


Capital stock 

Pursuant to a contract, Dylex Limited offered rights to its share- 
holders of record on February 5, 1973, to subscribe for class “‘A” 
and class ‘‘B”’ shares of Strathearn at the subscription price of 
$2 per share. All the class ‘‘A’”’ and class ‘‘B”’ shares were 
issued for cash, less underwriting commissions thereon. The 
expenses of issue have been written off to retained earnings 

as a Capital transaction. Class ‘‘B’’ shares are convertible to 
class ‘‘A’’ shares on a one-for-one basis. During the year 32,173 
class ‘‘B”’ shares were converted. 


Lease commitment 
Aggregate minimum rentals of equipment and properties 
are as follows: 


Year ended December 28, 1974 .............. $ 479,395 
THe MEXE AIVCaNS yeas eee a eee 1,825,179 
After December 30, 1978 to May 31, 1997 ...... 2,767,097 

$5,071,671 


Remuneration of directors and senior officers 

The aggregate direct remuneration paid or payable, for the eleven 
months ended December 29, 1973, to the directors and senior 
officers of the company was $378,058. 


Contingent liability 
The company is contingently liable for the bank loan of a 
joint venture amounting to $527,000. 


Events subsequent to the year end 
a. As of December 31, 1973, COSF Products Limited (note 1a) 
purchased the business and net assets of Standard Upholstery 
Company for approximately $2,800,000, of which approximately 
$1,200,000 was allocated to goodwill. 
b. As of December 31, 1973, the following related transactions 
occurred: 
1) The Company sold all the capital stock of the following 
subsidiaries (note 1a): 
Emanuel Products Limited and subsidiaries 
(C.0.S.F. Products Limited and 
Roti Wood Products (Fergus) Limited), 
Singer Lighting Co. Limited, and 
Troister & Company Limited 
to House of Braemore Furniture Limited (‘‘Braemore’’), at a 
price equal to their cost to Strathearn House Group Limited, 
for 657,900 common shares of Braemore and a note receivable 
of $555,000 due within one year at normal bank rates of interest. 


2) The company purchased 250,000 common shares of Braemore 
for a cash consideration of $1,800,000 from a director 
of Braemore. 


. Strathearn House Group Limited (and subsidiary companies) 


Consolidated Balance Sheet 


Pro-Forma Consolidated Balance Sheet as at December 31, 1973 ($000) 


Assets 
Current 

Re Ge CIID RIAN san rr ee NAG AVE Lele mena ha eT are 8 ee 8 $12,288 

LP AUTRES | be ote a re ee eae 8. Are ee ee ee 11,620 

eM SONS OS. Bee te oa ccd ca A a ee | ls Ed a ee iy ee ee 625 $24,433 
IE NS ee ree 8) Ey Ee ne alc iy eS re oe ae a he te ei Rea a 168 
ame eoreaOcumulaied Geprecialion). <.2. Re elec Babe N wwe lewd eb acu ue bsaeuuwwacs 4,164 
Other 

eee CMIERO OE ANOS i os id oe (haa tee Le MOE x Lik ircoe 4) Rivoli eka bw uhgaed oh aude eae 214 

NEMEC NICCG met Frnt lc eM ne a hr) | hs SM RRS a ks ek ean ae Ae eR 91 

eee eae Te ad of 2 ys ae eh eee Sie tet pS AE Pa eee ee) Oe 5,893 6,198 

$34,963 

Liabilities 
Current 

Sk TAGS ee eps ee Ee aloe abc a ete age an! hy Bt.A Fe Shey pr aeea ee Se Ue Car en av eee $ 9,577 

ee CRY OUI 96. . .4\, ) Sena eek Be Meee fe Ns Se el ol, Be 6,462 

MC omnearanec OAaVaDIG: sw herew A nea ae man et Ramee TS er el lea el a Se sa 586 

Long-term debt due within one year ....... Sv outts Rts EB te) ey ae Pees = beg een NaN Nene 459 $17,084 
Long-Term 

eA Ee ROI. LINGO» «ant buh ame oc ns Ae eee, AGRI ET cil) Gide n olsun eecs-yd pena hea 3,776 

UES LS eo SER ad A ot ae Ni Aa Peer og ees OR fs 2 ck ok A ee ee rh a a 3,613 7,389 
RTC MIALEN Stoll SUD SICA: o.2 thao i Ame here he he el aly Slee 3,454 
Shareholders’ Equity 

Sa OOO IG Nok ree A oo Oe en SORE Cems eM Oe) A RNR al. ka Sia vale wb 5,762 

MeNeIROG OAnINGS «o.-.Sii. a hates CEI A te yO Mem aN ee Ad AT ec ee we 1,254 7,036 

$34,963 


The Pro-Forma Consolidated Balance Sheet gives effect to the following transactions which occured as at December 31, 1973. 


(1) The sale of all the capital stock of Emanuel Products Limited, Singer Lighting Co. Limited and Troister & Company Limited 
to House of Braemore Furniture Limited for 657,900 common shares of House of Braemore Furniture Limited and a note receivable 
of $555,000. 


(2) The Purchase of 250,000 common shares of House of Braemore Furniture Limited for $1,800,000 cash, financed by a long- 
term bank loan. 


(3) The purchase by House of Braemore Furniture Limited of Standard Upholstery Company for $2,833,000, financed by the 
issue of 250,000 common shares at $5.00, five-year promissory notes totalling $1,500,000 (prime bank rate plus 1%) and a three- 
year non-interest bearing promissory note in the amount of $83,000. 
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President of Dylex Limited 
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*S. M. Sigel 
Partner, Messrs. Stitt, Baker and McKenzie, Solicitors 
W. H. Singer 


President of Strathearn House Group Limited 


*A.H. Zaldin, Q.C. 
Senior Partner, Messrs. Zaldin and Fine, Solicitors 
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W. Posluns 
Chairman of the Board 


W. H. Singer 
President 


J. F. Kay 
Secretary & Treasurer 
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Vice-President 
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Vice-President 


W. Glied 
Vice-President 
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Vice-President 


H. Vogel 
Vice-President 


Transfer Agent and Registrar 
National Trust Company, Limited 


Auditors 
Wm. Eisenberg & Co., Chartered Accountants 


Bankers 
Bank of Montreal 


Listed On 
Toronto Stock Exchange 
Montreal Stock Exchange 


Head Office 

637 Lake Shore Boulevard West, 
Toronto, Canada 
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